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Part 1 - Annual Budget 


1.1 Mayor's Report 


Will be inserted with adoption of final budget 


1,2 Draft Council Resolutions 

(The fotlowina resolutions must be token at the final budget approvat. it is iisted here as required by the 
f^eaulations) 

It is recommended that the Councfl approves and adopts the following resolutions for the annual 
budget: 

The Council of Emalahlenl Munidpality, acting in terms of section 24 of the Municipal Finance 
Management Act, (Act 56 of 2003) approves and adopts: 

1.1. The annual budget of the municipality for the financial year 2012/13 and the multi-year 
and single-year capital appropriations as set out in the following tables: 

1.1.1. Budgeted Financial Performance (revenue and expenditure by standard 
classification); 

1.1.2. Budgeted Financial Performance (revenue and expenditure by municipal vote); 

1.1.3. Budgeted Financial Perfomnance (revenue by source and expenditure by type); and 

1.1.4. Multi-year and single-year capital appropriations by municipal vote and standard 
classification and associated funding by source. 

1.2. The financial position, cash flow budget, cash-backed reserve/accumulated surplus, asset 
management and basic service delivery targets are approved as set out in the following 
tables attached In the budget documentation: 

1.2.1. Bud geted Fi n a ncia I Pos ilion ; 

1.2.2. Budgeted Cash Flows; 

1 .2.3. Cash backed reserves and accumulated surplus reconciliation; 

1 .2.4. Asset management: and 

1.2.5. Basic service delivery measurement. 

2. The Council of Emalahleni Municipality, acting in terms of section 75A of the Local 
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts the following 
tariffs as attached in the budget documentation, with effect from 1 July 2012: 

2.1 . the tariffs for property rates which are increasing on average by 6.4 % (percent); 

2.2. the tariffs for electricity which on average arte increasing by 1 1,03 percent; 

2.3. the tariffs for the supply of water on behalf of Chns Hani District Municipality by 6 %; 

2.4. the tariffs for sanitation services on behalf of Chris Hani District Municipality by 6%; and 

2.5. the tariffs for solid waste services which are increasing on average by 5.4 % (percent). 

3. The Council of Emalahleni Municipality, acting in terms of 75A of the Local Government: 
Municipal Systems Act (Act 32 of 2000) approves and adopts with effect from 1 Juiy 2012 the 
tariffs for other services, which are Increasing on average by 5.4 percent, as set out in the 
attached budget documentation as Annexure 1. 
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4. To give proper effect to the municipality's annual budget, the Council of Emalahleni 
Municipality approves: 

4.1. That cash backing is implemented through the utilisation of a portion of the revenue 
generated from property rates to ensure that all capital resen/es and provisions, unspent 
long-term loans and unspent conditional grants are cash backed as required in terms of 
the municipality's funding and reserves policy as prescribed by section 8 of the Municipal 
Budget and Reporting Regulations. 


1.3 Executive Summary 

The application of sound financial management principles for the compilation of the Municipality's 
financial pian is essential and critical to ensure that the Municipality remains financially viable and 
that municipal services are provided sustainably, economically and equitably to all communities. 
The Munidpal Budget and Reporting Regulations, as well as various circulars issued by National 
Treasury, provides the guidance for budget preparation by local government. 

The Municipality's business and service delivery priorities were reviewed as part of this year's 
planning and budget process. In addition, the municipality during January 2012 proactively 
embarked on a strategic long-term .financial sustainability exercise in order to ensure that this 
budget, as well as future budgets, are compiled to ensure that services to the community remains 
at high levels without overburdening the consumers of municipal services with excessive tariffs. 

The main items identified by the strategic planning exercise can be summarised as follows: 

• Improved service delivery; 

• Underdeveloped areas; 

• Impoverished communities; 

• Co-operative governance; 

• Unfunded mandates, core functions service delivery agents; 

• Land avaifabiiity for e.g. economic development; 

• Land availability for establishing tip-sites; 

• Alternative service delivery options; 

• Obtaining a "dean audit" inclusive of performance management; 

• Delegation- and procedure manuals; 

• Risk management: 

• Improved planning and beyond 5 years; 

• High crime rate; 

• Service delivery backlogs; 

■ Improved maintenance programs; 

• Local economic development facilitation; 

■ Adequacy of munidpal reserves and financial sustainability; 

• Curtail electricity losses; 

• Tourism initiatives; and 

• Improved public participation. 


For each of these risk areas the munidpality is compiling business plans in order to prioritise 
expenditure according to the risk ratings. These business plans will all be implemented over the 
MTREF period according to available funding, however, in the 2012/2013 financial year limited 
provision was made for the implementation of the business plans. 
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The Municipality has also embarked on implementing a range of revenue collection strategies to 
optimize the collection of debt owed by consumers. Furthermore, the Municipality has undertaken 
various customer care initiatives to ensure the municipality truly involves all citizens in the process 
of ensuring a people lead government. The municipality, however, acknowledges that there can 
never be too much information and involvement In its interaction with the public at large, and for 
that reason It Is still identified as a major risk area. 

National Treasury's MFMA Circulars No, 5S and 59 as well as the Strategic Workshops and IDP 
consultation processes, were mainly used to guide the compilation of the 2012/13 MTREF. Some 
of the key challenges faced by the municipality when compiling the budget were: 

- The ongoing difficulties in the national and local economy; 

* Aging roads and electricity infrastructure; 

* The need to prioritise projects and expenditure within the existing resource envelope; 

* The increased cost of electricity (due to tariff increases from Eskom), which is placing 
upward pressure on service tariffs to residents. Similarly the effect of the water tariffs, as 
determined by the Chris Hani District Municipality, on consumers. Continuous high tariff 
increases are not sustainable - as there will be a point where services will nO“ longer be 
affordable; 

* Wage Increases for municipal staff that continue to exceed consumer inflation, as well as 
the need to fill critical vacancies; 

* Affordability of capital projects and the resultant operational costs associated with new 
infrastructure projects; and 

The munidpality is in a healthy financial position, however, it needs to at least stabilise and further 
strife to continuously better its financial position, coupled with acceptable levels of service delivery 
at affordable tariffs. The retention of sufficient cash-backed reserves is critical for the long-term 
sustainability of the municipality. The municipality is striving to establishing a Capital Replacing 
Reserve to fund future capital projects to help mitigate the over dependence on grants for funding 
capital projects. 

The following budget principles and guidelines directly informed the compilation of the 2012/13 
MTREF: 

The 201 1/12 Adjustments Budget priorities and targets, as well as the base line allocations 
contained in that Adjustments Budget were adopted as the upper limits for the new 
baselines for the 2012/13 annual budget; 

» Tariff and property rate increases should be affordable and should generally not exceed 
inflation as measured by the CPI, except where there are price increases in the inputs of 
services that are beyond the control of the municipality, for instance the cost of bulk 
electricity. In addition, tariffs need to remain or move towards being cost reflective, and 
should take Into account the need to address infrastructure backlogs; 

* There will be no budget allocated to national and provincial funded projects unless the 
necessary grants to the municipality are reflected in the national and provincial budget and 
have been gazetted as required by the annual Division of Revenue Act; 

* The budget must be spent in full, and ail grants should be utilised in full.; 

In view of the aforementioned, the following table is a consolidated overview of the proposed 
2012/13 Medium-term Revenue and Expenditure Framework: 


PescrlptiQn 


ZD12/13 Medium Term Rawenuo a 

R thousands^ 

Adjusted 

Budget 

Budget Year 

2012J13 

Budget Year 

+1 20014 

Budget Year 

+2 2014/15 

Total Revenue 

103357 

120 508 

126030 

140 263 

Total Expenditure 

103 255 

120 504 

122 602 

134 340 

Surplus/(Deficit) 

101 

4 

3428 

5 923 

Capital Expendiure 

1^21 

23950 

24 836 

26057 
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Total Operating revenue has increased by 11.2 per cent for the 2012/13 financial year when 
compared to the 2011/12 Adjustments Budget. For the two outer years, operational revenue will 
increase by 4.5 and 11 .2 per cent respectively. The main reason for the Increase in revenue is a 
increase In operational grants. 

Total operating expenditure for the 2012/13 financial year has been appropriated at 
R120 504 million and translates into a budgeted surplus of R4000 before capital transfers. When 
compared to the 201 1/12 Adjustments Budget, operational expenditure has increased by 1 1.3 per 
cent in the 2012/13 budget and increases by 1 .7 and 9.S per cent for each of the respective outer 
years of the MTREF. The operating surplus, before capital grant transfers, for the two outer years 
increases to R3,4 million for the 2013/2014 financial year and then Increases to R5. 923 million. 
The main reason for the increase in expenditure is the increase in bulk electricity price and 
employee cost. 

The capital budget of R26 150 million for 2012/13 is 400 per cent more when compared to the 
2011/12 Adjustment Budget. The latter has to do how the municipality has Implemented Its capital 
programmes and specifically its MIG allocation in the pass. The capital programme further 
increase to R33 7B9 million in the 2013/14 financial year and then further in 2014/15 to R35 636 
million. 

As indicated above no borrowing for capital projects Is planned. The municipality is still well within 
the limits of its borrowing capacity but will raise very limited loans in the near future in order to 
curtail possible rising debt servicing costs. 


1,4 Operating Revenue Framework 

For Emalahleni Municipality to continue improving the quality of services provided to its citizens it 
needs to generate the required revenue. In these tough economic times strong revenue 
management is fundamental to the financial sustainability of every municipality. The reality is that 
we are faced with development backlogs and poverty. The expenditure required to address these 
challenges will inevitably always exceed available funding; hence difficult choices have to be 
made in relation to tariff increases and balancing expenditures against realistically anticipated 
revenues. 

The municipality wilt also have to seek for funding to developed a revenue enhancement strategy. 
The latter will assist the municipality to identify areas to improve their revenue collection. In the 
absence of a revenue enhancement strategy, the following mfoimation were use to help the 
municipality's revenue management 

* Nation al T reasu ry 's g uldelj nes a nd m acroeco no mi c poll cy ; 

* Limited growth in the Municipality and continued economic development; 

* Efficient revenue management, which aims to ensure an improve percentage increase In 
annual collection rate for property rates and other key service charges. This percentage Is 
low compared to past history, but Is being cafculated conservatively due to the signs of 
financial stress currently being experienced; 

- Electricity tariff Increases as approved by the National Electricity Regulator of South Africa 
(NERSA); 

^ Achievement of full cost recovery of specific user charges especially In relation to trading 
services: 

* The municipality's Property Rates Policy approved in terms of the Municipal Properly 
Rates Act. 2004 (Act 6 of 2004) (MPRA); 

* Increase ability to extend new services and recover costs; 

- The municipality's Indigent Policy and rendering of free basic services; and 
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- Ta riff policies of th e M uni d pa lity. 

The inflation forecasts for the MTREF perfocf is on average 5,5% per annum. The municipality's 
aim is to not exceed inflation in its annuai tariff adjustments but external factors such as the 
Eskom increases and which are beyond the controi of the municipality hampers this goal 


The following table is a summary of the 2012/13 MTREF (classified by main revenue source): 
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The percentage revenue from own sources increases during the budget year. In the two outer 
years of the MTREF the increases in revenue is fairly consistent, except electricity which is 
projected to increase by much higher percentages due to the increases by . The growth in 
revenue contributions are indicated below (Excluding Capital Transfers)* In line with the formats 
prescribed by the Municipal Budget and Reporting Regulations, capital transfers and contributions 
are excluded from the operating statement, as inclusion of these revenue sources would distort 
the calculation of the operating surplus/deficit. 
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Revenue generated from rates and services charges forms a significant percentage of the 
revenue basket for the Municipality, but operating grants forms the major funding source. 

This growth can be mainly attributed to the increased share that the sale of electricity contributes 
to the total revenue mix, which in turn is due to rapid increases in the Eskom tariffs for bulk 
electricity. The above table excludes revenue foregone arising from discounts and rebates 
associated with the tariff policies of the Municipality. Details In this regard are contained below; 
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Tariffs for indigent households are set out below; 


1 

Rates free of charge to the value based on market value of his property to the maximum of 
R50 000 

2 

50 kWh free electricity per month 

3 

6 kilolilers of water free per month 

4 

Free refuse x 4 removal per month 

5 

Free sewerage per month 


Operating grants and transfers totals R69 814 mfllion in the 2011/12 financial year and increases 
to R98 757 rniilton by 2014/15. Operating grants usually fluctuates upwards or downwards from 
year40“year, as the revenue recognition for such grants depends only on compliance with any 
conditions attached to such grants and it is also dependant on the funding available froni the other 
spheres of Government, The unconditional Equitable Share Grant, however, is a grant growing 
annually according to a formula determined nationally and such formula is applicable to all local 
authorities on an equal basis. The contribution for Councillors Allowances also increased 
significantly for the budget year. The following table gives a breakdown of the various operating 
grants and subsidies allocated to the municipality over the medium term: 
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Revenue from capital transfers is indicated below and increases steadily from R23 950 million to 
R26 057 million over the MTREF period. 


DttcrIptJan 

200079 

2009110 

2010711 ' 

Cjrtwl T«f 2011112 

2012113 Updluen Ttfm R«v«nut£ 

R lhoji4ndi 

AudktHl 

Ouleonift 

Audlud 

OulGoma 

AudjtHl 

OgteOna 

Orlgiiul 

Rudgti 

Adjuded 

Gudgel 

Full Yw 

FufKHl 

PulCPna 

Budgel UtM 
2012113 

Budget Year 
41 2013714 

Budgrt Y|$r 

43 2014I1S 

Twa^ recognised - cspi&l 

lOlG 

20 470 

D 

J1 217 

4400 

4430 

44B0 

39143 

30391 

29 712 


9 


Emalahleni Muntcipalitv 


Total revenue per municipal vote^ including capital transfers, is listed below; 
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Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, tariffs 
and other charges were revised ^ local economic conditions^ input costs and the affordability of 
services were taken into account to ensure the financial sustainability of the Municipality. 


National Treasury continues to encourage municipalities to keep increases in rates, tariffs and 
other charges as low as possible. Municipalities must justify fn their budget documentation all 
increases in excess of the 6 per cent upper boundary of the South African Reserve Bank’s 
inflation target. Excessive increases are likely to be counterproductive, resulting in higher levels of 
non-payment. 

The percentage increases of Eskom bulk tariffs are far beyond the mentioned inflation target. 
Given that these tariff increases are determined by an external agency, the impact it has on the 
municipality's electricity tariffs are largely outside the control of the Municipality. Discounting the 
impact of these price increases in lower consumer tariffs will erode the Municipality's future 
financial position and viability. 

The municipality budgets for the non-payment of accounts based on past experience of recovery 
rates. The municipality applies it Credit Control Policy stringently but there are always situations 
where there are defaults on payment. The contribution for bad debt is Increasing from 
R3 801 million in 2012/13 to R4 867 million in 2014/1 5 ftnandal year. 

It must also be appreciated that the consumer price index, as measured by CPI, is not a good 
measure of the cost increases of goods and services relevant to municipalities. The basket of 
goods and services utilised for the calculation of the CPI consist of items such as food, petrol and 
medical services, whereas the cost drivers of a municipality are informed by items such as the 
cost of remuneration, bulk purchases of electricity and water, petrol, diesel, chemicals, cement 
etc. The current challenge facing the Municipality is managing the gap between cost drivers and 
tariffs levied, as any shortfall must be made up by either operational efficiency gains or service 
level reductions. Within this framework the Municipality has undertaken the tariff setting process 
relating to service charges as follows. 
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1*4*1 Property Rates 


Property rates cover the cost of the provision of general services. Determining the effective 
property rate tariff is therefore an integral part of the municipality's budgeting process. 

National Treasury's MFMA Circular No. 51 deais^ inter alia with the implementation of the 
Municipal Property Rates Act, with the regulations issued by the Department of Cooperative 
Governance. These regulations came into effect on 1 July 2009 and prescribe the rate ratio for 
the non-residential categories, public service infrastructure and agricultural properties relative to 
residential properties to be 0,25:1. The implementation of these regulations was done in the 
previous budget process and the Property Rates Policy of the Municipality has been amended 
accordingly. 


The following stipulations in the Property Rates Policy are highlighted: 

• The first R15 000 of the market value of a property used for residential purposes is 
excluded from the rate-able value {Section 17(h) of the MPRA); 

• 100 per cent rebate will be granted to registered indigents in terms of the Indigent Policy to 
a maximum valuation of R60 000; 

• The limit for indigent households Is twice the amount of government social pensions. 

The municipality investigates a tariff structure consistent with operational requirements but also to 
ensure that the ratepayers are not over-burdened. 

The categories of rateable properties for purposes of levying rates and the proposed rates for the 
2012/13 financial year based on a general 5.4 per cent increase from 1 July 2012. 
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1.4.2 Sale of Water and Sanitation and the Impact of Tariff Increases 

South Africa faces similar challenges with regard to water supply as it did with eJectilcityi since 
demand growth outstrips supply* In addition* recent droughts caused water carting to be 
introduced by the Chrts Hani District Municipality. Consequently, National Treasury is encouraging 
all municipalities to carefully review the level and structure of their water tariffs to ensure: 

• Water tariffs are fully cost-reflective - including the cost of maintenance and renewal of 
purification plants, water networks and the cost associated with reticulation expansion; 

• Water tariffs are structured to protect basic levels of service and ensure the provision of 
free water to the poorest of the poor (indigent): snd 

• Water tariffs a re designed to en cou rag e effi cte nt and sustain abl e consu mpti on . 

The municipality obtains water from the Chris Hani District Municipality (CHDM) and deliver the 
service on behalf of the CHDM* The CHDM reimburses the municipality for the difference in 
expenditure incurred in delivering the service and the cash received from consumers as payment 
for the services. The municipality is concerned, that claims are not properly done monthly which 
ends up annually that the District owns monies to the local municipality. 

Furthermore, the CHDM indicated Uiat the water tariffs to the consumers are not cost reflective 
and as such the tariffs wilf increase substantially from the 2012/2013 financial year* 

Similarly, the CHDM also indicated the tariffs for sanitation are not cost reflective and may be 
subjected to significant Increases. 
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Although water inventory belongs to the CHOM, the municipality continuously explores ways to 
limit the water losses to an acceptable level. There will always be water line losses due to burst 
pipes and as repairs thereof requires flushing of systems before being distributed again. However 
any fosses above 13% is considered excessive by the Auditor- General's office and regarded as 
fruitless expenditure. 
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1.4.3 Sale of Electricity and Impact of Tariff Increases 

NERSA has announced the revised bulk etectncity pricing structure. A 16 per cent increase in the 
Eskom bulk electricity was given by NERSA. However, NERSA has indicated a 

1 1 .03 % tariff increase to municipalities will be effective from 1 July 2012. 

Considering the Eskom increases, the consumer tariff had to be increased by 1 1 ,03 per cent to 
offset the additional bulk purchase cost from 1 July 2012. Furthermore, it should be noted that 
given the magnitude of the tariff increase, it is expected to depress growth in electricity 
consumption, which will have a negative Impact on the municipality's revenue from electricity. 
Registered indigents will again be granted 50 kWh per 30-day period free of charge. 

ELECTRICITY TARIFFS & CHARGES fEyd VATl 

Standard Interest + 1.00% would be changed on all late payments 

Implementation subject to NER approval 

TariHs are applicable throughout Emalahleni Municipality unless indicated otherwise 
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Electricity is regarded as a trading account which should make a profit, although NERSA monitors 
and limits this profit to about 10% if possible. The municipality does not make a profit on electricity 
and must implement ways of achieving a profit, without overburdening the consumers vwith 
exorbitant tariffs. The municipality needs to established the causes for eleoliicity losses.The loss 
on the electricity service over the MTREF is 13,7 percent for 2012/2013 and 13,9 percent and 14,1 
percent for the outer years 

Electricity line losses should be continuously monitored as it can represent a significant financial 
loss for the municipality. In general electricity line losses of 10% is being regarded as ‘acceptable" 
in the industry and Emalahleni Municipality is well above that norm. 


Comparison between current electricity charges and increases 

It should further be noted that MERSA has advised that a stepped tariff structure must be used. 
The effect thereof will be that the higher the consumption, the higher the cost per kWh. The aim is 
to subsidise the lower consumption users {mostly the poor). The Munidpafity should comply with 
this requirement. 

1 ,4.4 Wa ste Remova I a nd I m pact of Ta ri ff I ncreases 

The Municipality will have to implement a solid waste strategy to ensure that this service can be 
rendered in a sustainable manner over the medium to long-term. The main cost drivers for this 
section are repairs and maintenance on vehicles, Increases in general expenditure such as petrol 
and diesel and the cost of remuneration. In addition, the cost of new landfill sites, the effect of 
depreciation and rehabilitation on these landfill sites all plays an important role as cost drivers. 
Considering the deficit, it is recommended that a comprehensive investigation into the cost 
structure of solid waste function be undertaken, and that this include investigating alternative 
service delivery models. The outcomes of this investigation should be incorporated into the next 
planning cycle. 

Higher increases then inflation will not be viable in 2013/14 owing to the significant increases 
implemented in previous financial years as well as the overall impact of higher than inflation 
increases of other services. Any increase higher than 6 per cent would not only be counter^ 
productive and will result in affordability challenges for Individual rates payers raising the risk 
associated with bad debt, but also, although on a small scale, not assisting the national 
government In reaching the CP IX target of between 3 and 6 percent. 

The following table compares current and proposed amounts payable from 1 July 2012: 


Emaiahleni Municipality 


Comparison between current waste removal fees and increases 
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1.4.5 Overall impact of tariff increases on households 

The following table shows the overall expected impact of the tariff increases on different 
households The National Treasury adjusted the way comparatives are being calculated and for 
that reason current tariffs are unfortunately not included. 

Note that in all instances the overall impact of the tariff increases on household's bills has been 
kept to about 6%, excluding the electricity adjustments. 
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1.5 Operating Expenditure Ffamework 

The IVtunidpality's expenditure framework for the 2012/13 budget and MTREF is informed by the 
following: 


- Guidance provided by National Treasury in Cfrcuiars 58 and 59; 

- Balanced budget constraint (operating expenditure should not exceed operating 
revenue) unless there are existing uncommitted cash -backed reserves to fund any deficit; 

• Funding of the budget over the medium-temi as informed by Section 18 and 19 of 
the MFMA; 

• The capital programme is aligned to the asset renewal strategy and backlog 
eradication pJan; 

- Operational gains and efficiencies wrli be directed to funding the capital budget and 
other core services; and 

• Limitation on tariff increases. 

The following table is a high level summary of the 2012/13 budget and MTREF {classified per 

main type of operating expenditure): 
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The budgeted allocation for employee related costs for the 2012/13 financial year totals 
R31 571million^ which equals 26,20 per cent of the total operating expenditure. This percentage 
increases to 28,3 and 28.4 per cent in the outer years of the MTREF period. Should electricity bulk 
purchases and depreciation be excluded, in order to compare it with other municipalities on an 
more equal basis, the costs represent 29.9 per cent of the expenditure and increase to 33.5 and 
34.1 per cent in the outer years. Based on the guidance provided by National Treasury in Circular 
58 and In the absence on a new collective agreement on Increases, salary increases have been 
factored into this budget at a percentage increase of 7,5 per cent plus notch increases for the 
2012/13 financial year. An annual increase of 7.5 per cent has been included in the two outer 
years of the MTREF. 

The cost associated with the remuneration of councillors Is determined by the Minister of Co- 
operative Governance and Traditional Affairs in accordance virith the Remuneration of Public 
Office Bearers Act, 1993 (Act 20 of 1998). The most recent proclamation in this regard has been 
taken into account in compiling the Municipality's budget 

The provision of debt Impairment was determined based on an annual collection rate of 15 per 
cent and the Debt Write-off Policy of the Municipality. For the 2012/13 financial year this amount 
equates to R3 801 million and escalates to R4 867 million by 2014/15. While this expenditure is 
considered to be a non-cash flow item, it informed the total cost associated with rendering the 
services of the municipality, as well as the municipality's realistically anticipated revenues. 

Provision for depreciation and asset impairment has been Informed by the Municipality's Asset 
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate of 
asset consumption. Budget appropriations in this regard total R3 642 million for the 2012/13 
financial and equates to 3 per cent of the total operating expenditure. In order to measure it 
against other municipalities, if electricity bulk purchases are eliminated, it represents 3.3 per cent 
of the expenditure. The average for local municipalities in recent research is 11,76 per cent, and 
this small difference indicating that expected useful lives and depreciation rates are realistic. 


Bulk purchases are directly informed by the purchase of electricity from Eskom. The annual price 
increases have been factored into the budget appropriations and directly infomn the revenue 
provisions. The expenditures include distribution losses. Electricity bulk purchases represents 9,4 
per cent of expenditure and increase to per cent and 11.7 per cent in the outer years. If 
depreciation is excluded, the percentage is 9J per cent for the budget year and Increasing to 1 13 
per cent and 12.35 per cent in the outer years. 

National Treasury is introducing a new Chart of Accounts and additional expenditure line-items in 
the budget. One of these line-items is “Other materials". Other materials comprise of amongst 
others the purchase of fuel, diesel, materials for maintenance, cleaning materials and chemicals. 
This group of expenditure has been identified In order to measure sustainability of the 
Municipality's Infrastructure. The municipality’s financial systems are, however, not yet ready to 
Implement this change and will be addressed In future budgets. 
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Main operational expenditure categories for the 2012/13 financial year 
1.5,1 Priority given to repairs and maintenance 

Aligned to the priority being given to preserving and maintaining the Munidpafity's current 
infrastructure, the 2012/13 budget and MTREF provide for extensive growth In the area of asset 
maintenance, as infonned by the asset management policy and repairs and maintenance plan of 
the Municipality. In terms of the Municipal Budget and Reporting Regulations, operational repairs 
and maintenance is not considered a direct expenditure driver but an outcome of certain other 
expenditures, such as remuneration, purchases of materials and contracted services. Considering 
these cost drivers. National Treasury requires municipalities to adapt their costing systems to 
reflect these costs as Repairs and Maintenance. The municipality finandal systems, as yet cannot 
provide for this request and it wili be Implemented in future budgets. 

During the compilation of the 2012/13 MTREF operational repairs and maintenance was identified 
as a strategic imperative owing to the aging of the Municipality's infrastructure and historic 
deferred maintenance. To this end. the municipality identified this, together with other strategic 
items, as priority to be investigated and changes to be incorporated into the next budget, if not 
already to the 2012/2013 Adjustments Budget. The table below provides a breakdown of the 
repairs and maintenance in relation to asset class: 
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Free Basic Services^ Basic Social Services Package 

The social package assists households that are poor or face other circumstances that limit their 
abitity to pay for services. To receive these free services the households are required to register 
in terms of the Municipality's Indigent Policy. The target is to register all indigent households 
during the 2012/13 financial year^ a process reviewed annually. Detail relating to free services, 
cost of free basis services, revenue lost owing to free basic services as well as basic service 
delivery measurement is contained below. [Note that Water and Sanitation, although provided by 
the municipality, is the function of CHDM) 

The cost of the social package of the registered indigent households is financed by the 
municipality self and largely by utilising the municipal tty's unconditional equitable share, allocated 
in terms of the Constitution to local government, and received in terms of the annual Division of 
Revenue Act. The income foregone as a result of free basic services totals 
R4 821 million in the budget year and increasing to R5 665 million and R6 033 million In the outer 
years. 

1,6 Capital expenditure 

The following table provides a breakdown of budgeted capital expenditure by vote: 
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The following table provides more information on the breakdown of the capital budget and the 
related maintenance of assets. 
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1.6.1 future operational cost of new infrastructure 

The future operational costa and revenues associated with the capital programme have been 
rnduded in Table 61 MBRR SA35 on page 91. This table shows that future operational costs 
associated with the capital programme totals R2,2 million in 2012/13 and escalates to R4,4 million 
by 2013/14. This concomitant operational expenditure is expected to escalate to RS^S million by 
2014/15. It needs to be noted that as part of the 2012/13 MTREF, this expenditure has been 
factored into the two outer years of the operational budget. 
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1.7 Annual Budget Tables 

(The following pages present the ten main budget tables as required in terms of section 8 of the 
Municipal Budget and Reporting Regulations, These tables set out the municipality s 2012/13 
budget and MTREF to be approved by the Council. Each table is accompanied by explanatory 
notes on the facing page.) 
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Explanatory notes to MBRR Table A1 - Budget Summary 

1. Table A1 is a budget summary and provides a concise overview of the Municipality's budget 
from all of the major ftnancial perspectives (operating, capital expenditure, financial position, 
cash flow, and MFMA funding compliance). 

2. The table provides an overview of the amounts approved by Council for operating 
performance, resources deployed to capital expenditure, financial position, cash and funding 
compliance, as well as the municipal tty's commitment to eliminating basic service delivery 
backlogs, 

3. Financial management reforms emphasises the importance of the municipal budget being 
funded. This requires the simultaneous assessment of the Financial Performance, Financial 
Position and Cash Flow Budgets, along with the Capital Budget The Budget Summary 
provides the key information in this regard; 

a. The operating surplus/deficit (after Total Expenditure) is positive over the MTREF 

b. Capital expenditure is balanced by capital funding sources, of which 

L Transfers recognised is reflected on the Financial Performance Budget; 
il. There is no provision for any borrowing in the cash flows; 
iii. Internally generated funds is financed from a combination of the current 
operating surplus and accumulated cash-backed surpluses from previous 
years. The amount is incorporated in the Net cash from investing on the Cash 
Row Budget. The fact that the municipality's cash flow remains positive 
indicates that the necessary cash resources are available to fund the Capital 
Budget. 

4. The Cash backing/surplus reconciliation shows that in previous financial years the municipality 
was paying much attention to managing this aspect of its finances, and consequently all of its 
obligations are cash-backed. 

5. Significant assistance is being given to the indigent households. 
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Explanatory notes to MBRR Table A2 - Budgeted Financial Performance (revenue and 

expenditure by standard classification) 

1. Table A2 is a view of the budgeted financial performance in relation to revenue and 
expenditure per standard classification. The modified GFS standard classification divides the 
municipal services into 15 functional areas. Municipal revenue, operating expenditure and 
capital expenditure are then classified in terms if each of these functional areas which enables 
the National Treasury to compile 'whole of government' reports. 

2. Note the Total Revenue on this table includes capital revenues (Transfers recognised - 
capital) and so does not balance to the operating revenue shown on Table A4. 

3. Note that as a general principle the revenues for the Trading Services should exceed their 
expenditures. The table highlights that this is the not the case for any of the trading services. 
As already noted above, the municipality will be undertaking a detailed study of these functions 
to explore ways of Improving efficiencies and provide a basis for re-evaluating these functions' 
tariff structures. 

4. Other functions that show a deficit between revenue and expenditure are being financed from 
rates revenues and other revenue sources. 
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Explanatory notes to MBRR Table A3 - Budgeted Financial Performance (revenue and 
expenditure by municipal vote) 


1* Table A3 is a view of the budgeted financial performance in relation to the revenue and 
expenditure per municipal vote. This table faciiitates the view of the budgeted operating 
performance in relation to the organisational structure of the Wtunicipality. This means it is 
possible to present the operating surplus or deficit of a vote. 

2. This table is the main driver of management- responsibility and performance in terms of the 
operating budget and also the benchmark against which any unauthorised expenditure will be 
measured. 


RthOUHnril 

tidl 

\ 

Z»ll^ 

2»wie 

201V1I 

C:unitHlViir»l1J12 

391V13 Updium T^m Rn^ual 
Eioandllim FramawOFt 

AmtUad 

hnspp* 

AihJM 

OuQitoiiin 

AntflM 

Oatenne 

Odflrul 

BudgH: 

Adjuiltd 

Full V*F 

Foratdn 

nslntiu 

BtidflftTkfer 

ZQIZlU 

BiidgM Vw 

MHIllii 

BvftitYw 

722614113 

NiMflBi Seurc* 












PKttStt tSbt 

1 

iKt 

IKi 

%T73 

4 763 

2 472 

2471 

24n 

2fBa 

2060 

3 060 

Pnf/p^ ' ptiuHfti; A HBukHi -chfliges 


F 


r 

332 



■ 

7- _ 

r _ 


Slrvicc chttgs ■ MscMItv Jnme 

2 

2J?T 

JJtl 

4962 

4U< 

len 

567S 

5671 

504 

isa 

TJ« 

Smto eruiQB - wafer minn 

1 

- 

- 

(n 

zm 

2 989 

2669 

2U9 

2111 

1561 

IE72 

Stnic* eharga ■ evifelin 

2 

- 

- 

im 

5 054 

4 395 

4 395 

4 395 

Cl 

4S9 

441 

Scrv^ clug^ ■ (CMfloe 

2 

2 211 

zm 

2361 

2 666 

2690 

2690 

2690 

2764 

?»4t 

3147 

elurpH n fiiw 



r 


- 


' 


S 

'■ 1 

5 

HenU cri bcfl« ard cqiqimcn) 


' 5ffl 

" 431 

' IH 

6t5 

663 

^ SU 

' 9U 

636 

'' 93S 

«9 

Hfcratt urwd ■ inmd tnvEiin=ns 


" JfljO 

^ JMT 

' 1636 

2392 

■ 266 

' 1265 

' 1265 

14 

14 

11 

drtitd ■ OditfeHinqi dettHB 


" 1 362 

' 565 

' 22B4 

176 

5022 

' 6 022 

56S 

2495 

1* 1 j© 

1615 

Cbileftls tHCHtd 


n 

r _ 


- 


r 

F 



- 

Finn 


' 1 

" 3 

' fl 

11 


F 

F 

■ a 

^ 13: 

' 14 

Lj«(k« and pcfTHb 


r 


F 

1704 


F ___ 

F ^ 

' 

I' 

- 

Agerer uhicn 


' 1M 

362 

46 

»ao6 

14917: 

14 01:7 

149t7 

' awa 

' 20773 

22124 

TtaMfen iKcgiued - efw^ng 


' 11 IW 

46465 

' ef33J 

61429 

£a6t4 

' 64114 

' (9114 

75 541 


UTIT 

OtHTravinw 

2 

" 171 

^ S4W 

' 536 

513 

ti 0611 

' c'wn 

' (ID67I 

3*4 


1(MS 

On ooiiflspnfe dTPPE 



► 


64 

' 


' 

a 

' 77 

77 

Idul Rivtnu* 4tad«dlng uvllH mniln 


Hins 

44174 

191362 

119916 

111357 

1«55r 

161357 

110' 5U 

124 CB 

iaD20 

and owtrlbitfeani^ 












Ei»an JHara Br TVbi 












gaylOirM nelM i;«& 

2 

isaw 

5164 

27 £06 

39469 

29513 

2S313 

ZS£I3 

31Sft! 

347.A 

30 261 

RimmrHcxt omaiAn 



S9J4 

-■ 6T7B 

674E 

' 9409 

' 9409 

' 94M 

9B7 

' 9613 

" 70401 

DaHangviivit 

3 

' (2m\ 

" USD 

" T792 

67)1 

' 799 

■' 799- 

^ 799 

' 3»1 

^ 4349 

" 4 967 

DefHHUlOn & ang patent 

2 


F _ 

F « 

679 

' 4 306 

4301 

^ 4201 

' 3M2 

6671 

' B671 

Fmanea cturgn 


14TT 

- 42 

' 21. 


26 

' 29 

^ a 

^ 131 

' 136 

' «3 


2 

'' 4114 

' 5062 

' TSf 

9179 

igj06 

^ 10 3M 

' 1C3M 

11 ai 

' 73 237 

" 15 769 

OivniAaUa 

t 


F _ 

r 

r 

' 

t 



F _ 

' 

CmrxMapvcn 


- 

- 

- 

1 366 

- 

- 

- 

- 

- 

" 

Tran fen axl VBHfe 


- 

- 

- 

34307 

- 


" 


- 

* 

Qtitf npaifiue 

4.S 

20141 

14945 

2731 

47 767 

55198 

531C6 

Hia 

ffl730i 

54167 

56 213 

Lttl SftSrdWJlflrPPE 



F „ 

F _ 

^ ... 


r 


■ 



Tgid EipMditun 


44 HI 

41 542 

Tibll 

llttTI 

1U^ 

161 2» 

1 1U255 

190 5H 

123 501 

154 MO 

Surp4uar(IMId4j 


STTl 

ZI«2 

24 Til 


141 

1«l 

161 

4 

3 421 

3 923 

Tmi$^ H»griA£d ^ eagU 


'' 6(116 

ZSITD 

0 

31 237 

'' 441D 

^ 4460 

F 44» 

" 26143 

^ 50 361 

^ 2^712 

Contibulani raCdQrtirad • cipiH 

e 

- 

■- 

- 

(262611 

- 

- 

■■ 


* 

" 

Cwfeibubd wefe 












StitTlua((Oai>ciC] afw ea|ilui tmiTifiA 


I T nr 

49149 

24791 

(4470) 

4HI 

4sn 

4 511 



HUl 

□jsliHbuEincii 












TiPikft 


I' 

r 


- 


7 

' 

' 


F 

StirpOuiiTDflidQ budoh 


' TTSf 

" ww 

— snsT 


THT 

^ 4Jil 

■ TSIT 


' S719 

' B13r 

UsbubW to nwontes 



F 

r _ 

F ^ 

* 

r 



F _ 

F ^ 




Surit4uir(DB(idll] Th tf>B 1**' 


It jtr 




It }ti 


tf470] 


44 in) 




4$BI 


4 HI 


Hist 


mm 


UU| 




Explanatory notes to Table A4 - Budgeted Financial Performance (revenue and expenditure) 

1. Total revenue, excluding capitai transfers, is R120 508 million in 2012/13 and escalates to 
R140 263 million by 2014/15. This represents a year-on-year increase of 1 1 .2 per cent for the 
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2012/13 and year-on-year Increases of 4.5 per cent for the 2013/14 financial year and 11.2 per 
cent for the 2014/15 financial year 

2. Revenue to be generated fronn property rates is R2 680 million in the 2012/13 financial year 
and increases to R3 060 million by 2014/1 5 which represents only 2.2 per cent of the operating 
revenue base (excluding capital transfers) of the Municipality and therefore does not remains a 
significant funding source for the municipality. It remains relatively constant over the medium- 
term and tariff increases have been factored in at 5.4per cent^ 6 per cent and 6, per cent for 
each of the respective financial years of the MTREF. 

3. Services charges relating to electricity^ water^ sanitation and refuse removal constitutes the 
biggest component of the revenue basket of the Municipality totalling R11 653 million for the 
2012/13 financial year and increasing to R12 583 million by 2014/15. For the 201 2/1 3 financial 
year services charges amount to 9.6 per cent of the total revenue base and stays relatively 
constant over the MTREF period. 

4. Transfers recognised - operating In dudes the local government equitable share and other 
operating grants from national and provincial government. Transfers are fluctuating according 
to grants provided for by the respective governments. 

5. The folfowing graph illustrates the major expenditure items per type. 
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Expenditure by major type 

6. Bulk purchases have signiftcantly increased over the 2008/09 to 2012/13 period escalating 
from R4 1 14 million to R1 1 381 million. These increases can be attributed to the substantial 
increase in the cost of bulk eiectrlcity from Eskom. 

7, Employee related costs, depreciation, operating grant expenditure and bulk purchases are the 
main cost drivers within the municipality and alternative operational gains and efficiencies will 
have to be identified to lessen the impact of wage and bulk tariff increases in future years. 
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BRR Table A5 - Budgeted Capital Expenditure by vote, standard classification and funding 
source 
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Expfanatory notes to Table AS * Budgeted Capital Expenditure by vote, standard 

classification and funding source 

1. Table A5 is 3 breakdown of the capital programme in refation to capital expenditure by 
municipal vote (multi-year and single-year appropriations); capital expenditure by standard 
classification: and the funding sources necessary to fund the capital budget, inciLiding 
information on capital transfers from national and provincial departments. 

2. Unlike mufti-year capital appropriations, single-year appropriations relate to expenditure that 
will be incurred in the specific budget year such as the procurement of vehicles and 
specialized tools and equipment. The budget appropriations for the two outer years are 
indicative allocations based on the departmental business plans as informed by the I DP and 
will be reviewed on an annual basis to assess the relevance of the expenditure rn relation to 
the strategic objectives and service delivery imperatives of the Municipality. For the purpose 
of funding assessment of the MTREF, these appropriations have been included but no 
commitments will be incurred against single-year appropriations for the two outer-years. 

3. The capital program is funded from national grants and transfers and internally generated 
funds from current and prior year surpluses, and is listed above. 
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MBRR Table AS * Budgeted Financial Position 
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Explanatory notes to Table A6 - Budgeted Financial Position 

T The Budgeted Financial Position is consistent with international standards of good financial 
management practice, and improves understandability for councilors and management of the 
impact of the budget on the statement of financial position (balance sheet). 

2. This format of presenting the statement of financial position is aligned to GRAP1, which is 
generally aligned to the international version which presents Assets less Liabilities as 
"accounting" Community Wealth. The order of items within each group illustrates items in 
order of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be 
met from cash, appear first. 

3. This table Is supported by an extensive table of notes (SA3 which can be found on later in this 
report providing a detaited analysis of the major components of a number of items, including; 

• Call investments deposits; 

• Consumer debtors; 

• Property, plant and equipment; 

• T rade and other payables; 

‘ Provisions non current; 

• Changes in net assets: and 
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• Reserves 

4* The munidpat equivafent of equity fs Community Weafth/Equity. The justification is that 
ownership and the net assets of the municipality beiong to the community. 

6. Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably 
impact on the Budgeted Financial Position. As an example, the collection rate assumption will 
impact on the cash position of the municipality and subsequently inform the level of cash and 
cash equivalents at year end. Similarly, the coliection rate assumption should Inform the 
budget appropriation for debt impairment which in turn would impact on the provision for bad 
debt These budget and planning assumptions form a cntical link in determining the 
applicability and relevance of the budget as well as the determination of ratios and financial 
indicators, En addition the funding compliance assessment is informed directly by forecasting 
the statement of financial position. 


MBRR Table A7 - Budgeted Cash Flow Statement 
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MBRR Table A8 ^ Cash Backed ReservesyAccumulated Surplus Reconciliation 
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Explanatory notes to Table A7 * Budgeted Cash Flow Statement 

1. The budgeted cash flow statement is the first measurement in determining if the budget is 
funded. 

2. It shows the expected level of cash In-flow versus cash out-flow that is tikely to result from the 
implementation of the budget,. 

3. The 2012/13 MTREF has been Informed by the planning principle of ensuring adequate cash 
reserves over the medium-term. 

4. Cash and cash equivalents totals R18 814 million as at the end of the 2012/13 financial year 
and increase to R31 037 million by 2014/15. 

Explanatory notes to Table AS - Cash Backed Reserves/Accumulated Surplus 

Reconciliation 

1. The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements of 
MFMA Circular 42 ^ Funding a Municipal Budget. In essence the table evaluates the funding 
levels of the budget by firstly forecasting the cash and investments at year end and secondly 
reconciting the available funding to the liabilEties/commitments that exist. 

2. The outcome of this exercise would either be a surplus or deficit. A deficit would indicate that 
the applications exceed the cash and investments available and would be indicative of non- 
compliance with the MFMA requirements that the munidpaiity's budget must be "funded". The 
municipality's budget is cash-funded and thus in compliance with the requirements of the 
MFMA. 

3. As part of the budgeting and planning guidelines that Informed the compilation of the 2012/13 
MTREF the end objective of the medium-term framework was to ensure the budget is funded 
aligned to section 18 of the MFMA. 
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MBRR Table A9 - Asset Management 
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Explanatory notes to Table A9 - Asset Management 

1. Table A9 provides an overview of munidpaf capital allocations to building new assets and the 
renewal of existing assets, as well as spending on repairs and maintenance by asset class. 

2. National Treasury has recommended that municipalities should allocate at least 40 per cent of 
their capital budget to the renewal of existing assets, and allocations to repairs and 
maintenance should be 8 per cent of PPE. The Municipality does not meets both these 
recommendations. 

3. An analysis between depreciation and operational repairs and maintenance over the MTREF 
IS not yet possible until the municipality changes its financial systems to include alt 
maintenance costs, also those Incurred internally, to the maintenance votes. When 
implemented rt will highlight the Municipality's maintenance backlog. 
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Part 2 - Supporting Documentation 


1 ,8 Overview of the annual budget process 

Section 53 of the MFMA requires the Mayor of the municipality to provide general political 
guidance in the budget process and the setting of priorities that must guide the preparation of the 
budget- In addition Chapter 2 of the Municipal Budget and Reporting Regulations states that the 
Mayor of the municipality must establish a Budget Steering Committee to provide technical 
assistance to the Mayor in discharging the responsibilities set out in section 53 of the Act, 

The Budget Steering Committee consists of the Municipal Manager and senior officials of the 
municipality meeting under the chairperson ship of the Portfolio Head Councillor of Financial 
Services/Mayor, 

The primary aims of the Budget Steering Committee is to ensure: 

• that the process followed to oompite the budget complies with legislation and good budget 

practices; 

• that there is proper alignment between the policy and service delivery priorities set out in 
the Municipality's IDP and the budget, taking Into account the need to protect the financial 
sustainability of municipality; 

* that the municipality's revenue and tariff setting strategies ensure that the cash resources 

needed to deliver services are available; and 

* that the various spending priorities of the different municipal departments are properly 
evaluated and prioritised in the allocation of resources. 

1.8.1 Budget Process Overview 

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months before the 
start of the new financial year (i,e. in August 201 oj a time schedule that sets out the process to 
revise the IDP and prepare the budget. 

The Mayor tabled in Council the required the IDP and budget time schedule on 31 August 2011. 

EMALAHLENI MUNICIPALITY 


2012/13 ANNEXUREC 



KEY DEADUNES FOR SUDGET PREPARATION SO^EDULE 

NufniKr 

Item description 

Due Data 

Responsible Parson 


January 2012 



1 

COUNCIL FETING: Ta^le Jn a spedal council reeling 

Ifie annual report, mid year essessmont report, financial 
Slatements and audit report S ADJUSTNMENiT BUDGET 

31-Jan 

Municipal Manager, Mayor 


February 



2 

EXCO f STEERING COMMITTEE MEETING: - review 
progress and the DRAFT BUDGET. 

CT-Feb 

CFO| Budget Mgr 

3 

MEETING WITH DIRECTORS AND MANAGERS: 
Departments to be provided with tlia SDBIP performance 
indicators from last year and asked lo revise. They should 
also provide Key service dellvarv targets in conjunction wi|h 

13'Feb 

CFQ, Btidgal Mgr 
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I Ihe IDP office. 



A 

COUNCFL MEETING: Table in a fipecial oboncil meeting' 
the adjustments budget for itipd-year 

27 Feb 

Mayor 

S 

Ctiecli with NatiDuat, Prevtncial Govemments and District 
Municipality fof orvy adjustments to projected allocations for 
the next three years. 

27-Feb 

Budget Mgr 


March 



6 

EXCO t STEERING COM MITTEE M EETING: - revEew 
progress and DRAFT BUDGET, 

G6-Mar 

CFO, Budget Mgr 

7 

Final Date for Departments to present SDBEP perfoftnanoe 
indicators and service delivery targets for 201^13 for 
review, 

12-Mar 

Departments 

a 

EXCO / STEERING COMMITTEE MEETING: final draft 
operating and capilal budget presented to EXCO commttlee 
for review 

19-Mar 

CFO, Budget Mgr 

a 

COUNCIL MEETING: QcmtAi (after censEdentlon of the 
2Q10f11 Annual Report} to adopt an Ovars Eg ht Report 

3DMar 

MPAC 

10 

COUNCIL MEETING: OperatInG and Capital draft budget 

and IDP lahled to Councit for consultatton with the 
cammunity 

^CFMar 

Mayor, Finance MEC 

11 

Submit to Nahonsl Treasury^ Provincial Treasury and the 

MEC responsible for Local Governmerrt the Annual 

Rnandal Statements. Ihe 20l0/t1 audit report and any 
corrective action lahan in response to the lirulirvgs of the 
audit report. 

30-Mar 

Legal 5 Compliance & Corporate 
Manager 

M 

Submit draft budgets In required form to NT, Provincial 
Treasury 

30-Mar 

Budget Mgr 


April 



13 

Adjustment Budget to EXOD/Budget Steanng 

Ad|us1menL Budget submitted to GCundl. 

11 Apr 

IS-Apr 

CFO Budget Mgr 

14 

Review Budgel wilh IDepartmems 

Pepartmenis to provide a list of Capital Projects to be rolJed 
over tor inclusion irii the 2012/13 Budget to the budget office 
and cash balances forward for grant projects. 

19 & 20 'Apr 

CFO MM HOD'S Depadmenls 


May 



15 

Budget Steering Committee and EXCO on Draft Budget & 
adjustnnent budget 

04 May 

CFO 

16 

Draft Budget Presentation and workshop with Council 

prepared taking Into consideralion submtsskins made 
during oonsullatlon process 

Id-May 

CFO. Budget Mgr 

17 

IDP S. Budget Outreach 

17/1B/22/23-May 

Gpeaker/Mayor/Exco MM and 
Strategic Manager.Ward Cllrs & 

Ward Committees 

ia 

MEETING OF Budget Steertng/EXCO : 

Approval of FINAL operating and capital budget for 
presentation (a the lull coundF — Report on Adjustment 

Budget 

24 May 

CFO & Budgel Mgr 

19 

COUNCIL MEETING: Consider Approval of Annual 

Budget - IDP & Budgets for 2012/13 thru 2014/15 ^ 

Mayor's budget address 

29-May 

Mayor, Finaivse MEC 


June 2010 



20 

the Service Delivery and Budget Implementation Plans 
(SDBIP) along wilh the annual performance agreements for 
the Municipal Manager and all managers directly 
responsible to the MM (based on the operational plans and 
IDP] is to be issued to the Mayor. 

18-Jun 

Municipal Manager 

21 

Worttshop for Finance policies and By laws 

Before end of June 
2012 

CFOAjegal & Compliance 
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22 

Approve anriLja! bucTget by council resolution, including 
taxes, tarl^, measurable performance objectives, changes 
to IDP and Budget related Policies, irtduding service 
delivery agreements and long temn contreds where 
appropriate. 

2B-Jun 

COUNCIL 

MAYOR^CFO a Legal & 
Compliance 


Adopt reviewed Finance Polides and Bylaws as proposed 




SDBIP & Annual Perfomnanoe Contracts 



23 

EXCO TO APPROVE SDBIP AND PERFORMANCE 
AGREEMENTS within 14 days aHer receiving them. 

Draft SDBIP ” to Mayor - Final date under legtslation 14 

July. 

Oraft Annual Performance agreements to Mayor - Final 
date under legistation 14 July 

Approve -SDBIP -Final dale - July 2012 

3D June 

MM>MAYOR 

24 

Submit approved Budge) to Provincial, National Treasury 
artd DLGTA 

30 June 

AO 


There were some deviations from the key dates set out En the Budget Time Schedule tabled in 
Council, However, the schedule attached is the revised on as from time to time adjusted by 
council and its programmes. 

1.S.2 IDP and Service Delivery and Budget I mpte mentation Plan 

This is the fourth review of the IDP as adopted by Council in March 201 1 and again by the new 
Council in May 2012. It started in September 201 1 after the tabling of the IDP Process Plan and 
the Budget Time Schedule for the 2012/13 MTREF in August. 

The Municipality's IDP is its principal strategic planning instrument, which directly guides and 
informs its planning, budget, management and development actions. This framework is rolled out 
into objectives, key performance indicators and targets for implementation which directly inform 
the Service Delivery and Budget Implementation Plan. The Process Plan applicable to the fourth 
revision cycle Included the following key IDP processes and deliverables; 

• Registration of community needs; 

‘ Compilation of departmental business plans including key performance Indicators 

and targets; 

• Financial planning and budgeting process; 

• Public participation process; 

• Compilation of the SDBIP, and 

- The review of the performance management and monitoring processes. 

The IDP has been taken into a business and financial planning process leading up to the 2012/13 
MTREF, based on the approved 2010/11 MTREF, Mid-year Review and adjustments budget The 
business planning process has subsequently been refined in the light of current economic 
circumstances and the resulting revenue projections. 

With the compilation of the 2012/13 MTREF, each department/function had to review the business 
planning process, including the setting of priorities and targets after reviewing the mid-year and 
third quarter performance against the 2011/12 Departmental Service Delivery and Budget 
Implementation Plan. Business planning links back to priority needs and master planning, and 
essentially informed the detail operating budget appropriations and three-year capital programme. 
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1.8.3 Financial lUlodelling and Key Planning Drivers 

As part of the compilation of the 2012/13 MTREF. extensive finandaf modelling was undertaken to 
ensure affordability and long-term financial sustainability. The following key factors and planning 
strategies have informed the compilation of the 2012/13 MTREF: 

• Municipality growth 

• Policy priorities and strategic objectives 

• Asset maintenance 

» Economic climate and trends {i.e inflation. Eskom increases, household debt, 

migration patterns) 

• Performance trends 

' The approved 2011/12 adjustments budget and performance against the SDBIP 

- Cash Flow Management Strategy 

• Debtor payment levels 

- Loan and investment possibilities 

^ The need for tariff increases versus the ability of the community to pay for services; 

• Improved and sustainable service delivery 

In addition to the above, the strategic guidance given in Nationai Treasury's MFMA Circulars 68 
and 59 has been taken info consideration in the planning and prioritisation process. 

1 *9 Overview of alignment of an n uaf budget with I DP 

The Constitution mandates local government with the responsibility to exercise local 
developmental and cooperative governance. The eradication of imbalances In South African 
society can only be realized through a credible integrated developmental planning process. 

Municipalities in South Africa need to utilise integrated development planning as a method to plan 
future development in their areas and so find the best solutions to achieve sound long-term 
development goals. A municipal I DP provides a five year strategic programme of action aimed at 
setting short, medium and long term strategic and budget priorities to create a development 
platform, which correlates with the term of office of the political incumbents. The plan aligns the 
resources and the capacity of a municipality to its overall development aims and guides the 
municipal budget. An IDF is therefore a key instrument which municipalities use to provide vision^ 
leadership and direction to all those that have a role to play in the development of a municipal 
area. The IDP enables municipalities to make the best use of scarce resources and speed up 
service delivery. 

Integrated developmental planning in the South African context is amongst others, an approach to 
planning aimed at involving the municipality and the community to jointly find the best solutions 
towards sustainable development. Furthermore, integrated development planning provides a 
strategic environment for managing and guiding all planning, development and dedsson making in 
the municipality. 

It is Important that the IDP developed by municipalities correlate with National and Provincial 
intent. It must aim to co-ordinate the work of local and other spheres of government in a coherent 
plan to improve the quality of life for all the people living in that area. Applied to the Municipality, 
issues of national and provincial importance should be reflected in the IDP of the municipality. A 
clear understanding of such intent is therefore imperative to ensure that the Municipality 
strategically complies with the key national and provincial priorities. 

The aim of this revision cycle was to develop and coordinate a coherent plan to improve the 
quality of life for all the people living in the area, also reflecting issues of national and provincial 
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importance. One of the key objectives is therefore to ensure that there exists alignment between 
national and provincial pnorities, policies and strategies and the Municipality's response to these 
requirements. 

The national and provincial priorities^ policies and strategies of importance include amongst 
others: 

* Green Paper on National Strategic Planning of 2009; 

* Government Programme of Action; 

* Development Facilitation Act of 1995; 

* Provincial Growth and Development Strategy (GGDS); 

- National and Provincial spatial development perspectives; 

* Relevant sector plans such as transportation, legislation and policy; 

‘ National Key Performance Indicators (NKPIs); 

* Accelerated and Shared Growth Initiative (ASGISA); 

* N ati on al 20 1 4 Vision; 

* Nationai Spatial Development Perspective (NS DP) and 

« The National Priority Outcomes. 

The Constitution requires local government to relate its management, budgeting and planning 
functions to its objectives. This gives a clear indication of the intended purposes of municipal 
integrated development planning. Legislation stipulates ctearly that a municipality must not only 
give effect to its IDP, but must also conduct its affairs in a manner which is consistent with its IDP. 
The following table highlights the lOP's frve strategic objectives for the 2012/13 MTREF and 
further planning refinements that have directly informed the compilation of the budget: 


]DP Strategic Objectives 


2012/13 Financial Year 

2012/13 MTREF 

1. The provision of quality basic services 
and infrastructure 

1. To ensure that cost effective, appropriate 

and efficient services are delivered (KPA 
Service delivery) 

2. Acceleration of higher and shared 
economic growth and development 

2. To ensure that conditions are created which 
stimulate the growth of the local economy 
(KPA LED) 

3. Fighting of poverty, building clean, 
healthy, safe and sustainable 

communities 

3. 

To have an effective and efficient administration 
(KPA MunicipaE transformation and Instdev.) 

4. Fostering participatory democracy and 
adherence to Emalahleni Municipality 
principles through a caring, accessible 
and accountable service 

4. To have a transparent and performance 
driven organisation (KPA Good governance 
and public participation) 

5, Good governance, Financial viability and 
institutional governance 

5. To implement good financial management (KA 
Financial management and viability) 


In order to ensure integrated and focused service delivery between all spheres of government it 
was important for the Municipality to align its budget priorities with that of national and provincial 
government. All spheres of government place a high priority on infrastructure development, 
economic development and job creation, efficient service delivery, poverty alleviation and building 
sound institutional arrangements. 
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Local priorities were identified as part of the I DP review process which is directly aligned to that of 
the national and provincial priorities* The key performance areas can be summarised as follows 
against the five strategic objectives: 

1* To have a transparent and performance driven organisation 

2. To ensure that cost effective, appropriate and efficient services are delivered 

3*To ensure that conditions are created which stimulate the growth of the tocai economy 

4* To implement good financial management 

5* To have an effective and efficient administration 


In line with the MSA, the I DP constitutes a single, inclusive strategic plan for the Municipality. The 
fjve-year programme responds to the development challenges and opportunities faced by the 
Municipality by identifying the key performance areas to achieve the five the strategic objectives 
mentioned above. 

In addition to the five-year IDP, the Municipality undertakes an extensive planning and 
developmentaJ strategy which primarily focuses on a longer-term horizon; 15 to 20 years. This 
process is aimed at influencing the development path by proposing a substantial programme of 
public-led investment to restructure current patterns of settlement, activity and access to 
resources in the Municipality so as to promote greater equity and enhanced opportunity* The 
strategy specifically targets future developmental opportunities in traditional dormitory settlements* 
It provides direction to the Municipality's IDP, associated sectoral plans and strategies, and the 
allocation of resources of the Municipality and other service delivery partners. 


Lessons learned with previous IDP revision and planning cycles as well as changing environments 
were taken into consideration in the compilation of the fourth revised IDP. 

The 2012/13 MTREF has therefore been directly Informed by the IDP revision process and the 
following tables provide a reconciliation between the IDP strategic objectives and operating 
revenue, operating expenditure and capital expenditure. 
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MBRR Table SA4 ^ Reconciliation between the I DP strategic objectives and budgeted 
revenue 


- SupiKwIiiifl Table SJU BKondliJUnn of IDPttottH|^rt]*CMv*l rvij budyt (nyww) 


SiratagJcObjKl/'iie 

Goal 

Gdal 

Code 

R thqu-SBud 



Gcod GovofraKB £ 
MutUDfoaJ tAnstymahin 

PUbic Pttflc^lco, Co 
Operalvegcmemancs 6 
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Cfean AuditA lirpuv^ 
ravMIuD OOlKfdfl 


Local FcmoniC 
DtiviobiHTeiit 

Gl(MinJ0t»,M3fke6,5f/ 

ME'a.Toui^A 

Pafkie*stii(K 


SefviB DefvBTjr 

Ensure hat/)deitLi3b 

BTE piuvided 





200/9 


Audited 

OutWK 


2ODSV10 


Audited 

Cutcofne 


201 (WII 


Audited 

Outcome 


CuiiEntYejr 2011/12 


Origin li 

Sudgel 


AdjiiMed 

Budgflt 


FuU Veur 

Foreuit 


2012/1 3 UBdluiu Tenn RbyMU A £ 

Ek^nd/lure Ffinw^rk 


Budget 

rear 

2012/13 


Budget 
Vnr tl 
201 3/U 


BudgEl 

YMff? 

2014/15 


1903 


i6 150 


5306 


2Q152 


im 


' SI 271 


2163 


36227 


AligcalhinA to pthcf prlorillB 2 

|Tot>l RevwuVjeJidudlrg cipdil tran^f ere and canlll^ 1 


1 231 ' 2405 


30791 ' 20791 


' 56 316 r 71 712'’ 30258'’ 30258 

733 r 2 353' 14155'' t*tsa 

42499 ' 38611 '' 40006 ' 40906 


2540 


76415 


1743 


65957 


2B8& 


01 JOS 


5909 


67 691 


13 


91636 


1064? 


70 319 


63410 


91629 


109767 


115010 1 114 094 1 114 094 


146 654 


157 7M 


171 470 


MBRR Table SA6 - Reconciliation between the IDP strategic objectives and budgeted 
operating expenditure 


EC136 EtwUhlwiI |E6)^Sutilwrt1nH TiMa SAS RAPAftCHIalhHI of |[7Ptiff^lg BbHahfea aud budMt {OpOTl/pg WpWidItiirB) 


Strategic ObJICtIve 

Goit 

Goal 

Code 


296619 
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?0tW11 

Currant Year 29UM? 

?01 2/13 Medium Tenn Revauuu £ 
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Yew *1 
2913714 
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Yeaf*2 
2014/1 S 
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' 6662 
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' 6169 
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Service Defcery 
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ToEH Eap«fldlluie 

1 

46 623 

42 526 

76 
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109 513 

120 504 

123 999 

135 ns 
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MBRR Table SA7 - Reconciliation between the IDP strategic objectives and budgeted 
capita] expenditure 
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1.10 Measurable performance objectives and indicators 

Performance Management is a system intended to manage and monitor service delivery progress 
against the identified strategic objectives and priorities. tn accordance with legislative 
requirements and good business practices as rnformed by the National Framework for Managing 
Programme Performance Information^ the Municipaiily has developed and implemented a 
performance management system of which system is constantly refined as the integrated planning 
process unfolds. The Municipatity targets, monitors, assesses and reviews organisational 
performance which in turn Is directly linked to individual employee's performance. 


At any given time within government, information from multiple years is being considered; plans 
and budgets for next year; impiementation for the current year; and reporting on last year's 
performance. Although performance information is reported publicly during the last stage, the 
performance Information process begins when policies are being developed, and continues 
through each of the planning, budgeting, implementation and reporting stages. The planning, 
budgeting and reporting cycle can be graphically illustrated as follows: 


Oversight 

by Parliament, provincial Legislature or municipal council 


Asse&s and adjust 


Monilor and take 
corrective action 


Policy development 

I 


Idenltfy desired impacts 



Strategic 

planning 


Specify performance 
indicaiora 


INSTITUTION 


natkonal department 
provincial ciQpanmant 
munitcl polity 
public entity 
murriclpal antHy 


Implementatiori and 
fn-year reporting 



Operational 
planning and 
budgeting 



Set lai^ets and 
allocate resources 


The performance of the Municipality relates directly to the extent to which it has achieved success 
in realising its goals and objectives, complied with legislative requirements and meeting 
stakeholder expectations. The Municipality therefore has adopted one integrated performance 
management system which encompasses: 

• Planning (setting goals, objectives, targets and benchmarks); 

• Monitoring (regular monitoring and checking on the progress against plan); 

* Measu rement (i nd icators of su ccess) ; 

* Review (identifying areas requiring change and improvement); 
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